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to fully protect the interest of the gov-
ernment.

(b) SBA must have access at the
agent’s place of business to all books,
records and other documents relating
to Debenture activities.

§ 120.956 Suspension or revocation of
brokers and dealers.

The AA/FA may suspend or revoke
the privilege of any broker or dealer to
participate in the sale or marketing of
Debentures and Certificates for actions
or conduct bearing negatively on the
broker’s fitness to participate in the
securities market. SBA must give the
broker or dealer written notice, stating
the reasons therefore, at least 10 busi-
ness days prior to the effective date of
the suspension or revocation. A broker
or dealer may appeal the suspension or
revocation made under this section
pursuant to the procedures set forth in
part 134 of this chapter. The action of
the AA/FA will remain in effect pend-
ing resolution of the appeal. SBA may
suspend or revoke the opportunity for
a hearing under part 134 of this chap-
ter.

CLOSINGS

§ 120.960 Responsibility for closing.

The CDC is responsible for the 504
Loan closing. The Debenture closing is
the joint responsibility of the CDC and
SBA.

§ 120.961 Construction escrow ac-
counts.

The CSA, title company, CDC attor-
ney, or bank may hold Debenture pro-
ceeds in escrow to complete Project
components such as landscaping and
parking lots, and acquire machinery
and equipment if the component or ac-
quisition is a minor portion of the
total Project and has been contracted
for completion or delivery at a speci-
fied price and specific future date. The
escrow agent must disburse funds upon
approval by the CDC and the SBA, sup-
ported by invoices and payable jointly
to the small business and the des-
ignated contractor.

SERVICING AND FEES

§ 120.970 Servicing of 504 loans and
Debentures.

The CDC must service the 504 loan in
accordance with the Loan Authoriza-
tion, these regulations, SBA policies
and procedures, and prudent lending
standards until paid in full, including
review of the small business’s financial
statements, tax filings, insurance, and
security filings. In doing so, CDCs must
comply with the provisions of § 120.513.
In addition, CDCs must comply with
the servicing requirements set forth in
SBA’s SOP. CDCs must report prompt-
ly to SBA any adverse trend, condition
or information relevant to a Borrower.
Upon request by a CDC, SBA may agree
to defer a Borrower’s monthly pay-
ment. SBA may negotiate agreements
with CDCs to liquidate loans.

§ 120.971 Allowable fees paid by Bor-
rower.

(a) CDC fees. CDCs may charge the
following fees to the Borrower:

(1) Processing fee. The CDC may
charge up to 1.5 percent of the net De-
benture proceeds to process the financ-
ing. Two-thirds of this fee will be con-
sidered earned and may be collected by
the CDC when the Authorization for
the Debenture is issued by SBA. The
portion of the processing fee paid by
the Borrower may be reimbursed from
the Debenture proceeds;

(2) Closing fee. The CDC may charge a
reasonable closing fee sufficient to re-
imburse it for the expenses of its in-
house or outside legal counsel, and
other miscellaneous closing costs (CDC
Closing Fee). Closing costs, other than
legal fees, may be funded out of the De-
benture proceeds;

(3) Servicing fee. The CDC will charge
a monthly servicing fee of at least 0.625
percent per annum and no more than 2
percent per annum on the unpaid bal-
ance of the loan as determined at five-
year anniversary intervals. A servicing
fee greater than 1.5 percent in a rural
area and 1 percent everywhere else re-
quires SBA’s prior written approval,
based on evidence of substantial need.
The servicing fee may be paid only
from loan payments received. The fees
may be accrued without interest and
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